Raising the Minimum Wage Means Raising
Unemployment
Six Nebraska state senators have called for raising the state minimum wage from the
current $7.25 rate. The senators-Omaha's Jeremy Nordquist, Tanya Cook, Sara Howard,
Heath Mello, Rick Kolowski, and Malcolm's Ken Haar-did not recommend a specific
increase, instead asking the federal government to raise the rate and promising
legislation next year to do the same in the Unicameral. Nebraska's minimum wage is the
same as the federal rate.[1]
The minimum wage increased in 2009, and in February President Obama proposed to
raise it further to $9 an hour and index future increases to inflation.[2] While minimum
wage proponents are well-meaning, economic reality shouldn't be ignored. A vast
majority of economists agree that increasing the minimum wage puts more low-skilled
workers out of work.[3] Employers are often unable to pay the high minimum wage
without falling back on one of four options:






1) Cutting back on employees, thereby increasing unemployment.
2) Decreasing the amount of hours employees work, reducing their paycheck
despite higher hourly wages.
3) Increasing prices to compensate for the higher wages, hurting consumers and
likely hurting business and possibly forcing employer to reduce the number of
employees; or going out of business altogether.
4) Automating the jobs performed by low-skilled workers or keeping only the
most productive high-skilled workers, increasing unemployment for the lowskilled workers.[4]

Even progressive economist Paul Krugman has noted the detrimental effects of a higher
minimum wage, saying in a 1998 article "Any Econ 101 student can tell you [...] The
higher wage reduces the quantity of labor demanded, and hence leads to
unemployment." Krugman even criticized proponents who "want to believe that the price
of labor-unlike that of gasoline or Manhattan apartments-can be set based on
considerations of justice, not supply and demand, without unpleasant side effects."[5]
To put it simply, increasing the minimum wage from $7.25 to $9 an hour like the
President wants to do would mean companies will not hire anyone whose productivity

equals less than $9 an hour.[6]
It should also be noted that while many proponents contend minimum wage increases
are necessary to give poor families a "living wage;" research suggests very few adults
actually try to support families on just minimum wage. The Bureau of Labor Statistics
shows that roughly 1.8 million hourly employees earned the federal minimum in 2010.
Of these, 49 percent were teenagers or young adults under 24 years old, and the average
income for the families of the teenagers in this group is nearly $70,600, far from the
federal poverty level. Of all minimum wage workers, only 4.7 percent match the
description of an adult head of household working on minimum wage full-time and
trying to raise a family.[7]
The effects of increasing the minimum wage are most visible in among the lowestskilled workers, particularly teenagers. When the minimum wage increased in three
stages from $5.15 in 2007 to the current $7.25 in 2009-an increase of 41 percent-the
unemployment rate for 16-19 year olds increased from 16 percent to 26 percent, even
when controlling for the changes in general unemployment that occurred at the same
time. Also, for the three stages of increase between 2007 and 2009, each staged increase
was accompanied by at least a two percent growth in teenage
unemployment.[8] Similarly, a comparison of states with minimum wages above the
federal $7.25 level showed that the 19 states above the federal level had average teenage
unemployment of 25.2 percent, while those at the federal level had teenage
unemployment of only 21.5 percent.[9] These impacts are more pronounced in the black
community, where teenage unemployment was 43 percent this past February.[10] High
teenage unemployment has long-term implications beyond teens not having spending
money; the lack of jobs means these low-skilled workers will not have the opportunity to
gain experience and enhance their job skills, which could hurt future employment
prospects. As economist Walter Williams noted, "a high minimum wage forbids low
skilled workers to pay for job training in the form of a lower beginning wage."[11] Some
studies have even drawn a correlation between higher teenage unemployment and higher
teenage crime rates.[12]
A higher minimum wage not only leads to a reduction in the workforce, but also hinders
future employment and impedes current employers from rewarding certain employees
for exceptional work. Tom Negley, owner of a frozen yogurt shop in Ralston that
employs largely high school and college-aged students, said, "We need to have the
ability to pay someone that has worked hard and performed well a higher wage, and a
higher minimum wage would limit us from doing that. It could also make us have to let
some people go, especially if it was raised to $9 an hour."[13]
Greater unemployment is the most evident result of minimum wage increases, but
numerous other negative effects may also result. Indirect consequences include longer
durations of unemployment for low-wage workers, encouraging employers to cut worker
training programs, and encouraging employers to hire illegal immigrants and engage in
"under-the-table" worker payments.[14] Another effect is that due to a reduced labor
force, productivity will decrease, lowering the supply of goods and thereby increasing

the prices of those goods, hurting all consumers, especially the poor.[15]
Economist Henry Hazlitt once observed that government "cannot make a man worth a
given amount by making it illegal for anyone to offer him less. You merely deprive him
of the right to earn the amount that his abilities and situation would permit [...] In brief,
you substitute a low wage for unemployment."[16] That observation is still true. Raising
the minimum wage would be detrimental to workers, employers, and consumers alike
and could be a real blow to a stagnant economy. In the end, the population intended to
help will be hurt the most.
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